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Abstract 
This study examined the effect of budget participation on managerial performance through budget goal 
commitment   The study was conducted in local work unit (SKPD) Medan, Indonesia.  Respondents in this study 
were middle managers involved in the budgeting process in SKPD Medan.  Data collected by distributing 
questionnaires as much as 93 questionnaires to respondents.  The results show that the budgetary participation 
and budget goal commitment  affects managerial performance directly, budgetary participation also affect the 
budget goal commitment directly and budgetary participation  indirect effect on managerial performance through 
budget goal commitment. 
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1.Introduction  
Government organizations both central and local governments have an obligation and is responsible for 
accountability performance.  The excellent performance of an organization can be realized starting the existence 
of a clear goal of the organization, and for the achievement of the objectives required a good planning.  The local 
government must have a plan that can be contained in the form of budget.  Budget is not just a financial plan 
associated with the establishment of the organization's objectives, costs and revenues responsibility centers 
within the company, but also a tool for control, coordination, communication, evaluation of performance and 
motivation (Kenis, 1979).  Budgeting is very important to achieve targeted performance in the strategic 
orientation of the company as well as for direct and indirect relationships with strategy (yucel & gunluk, 2007).  
Budget should reflect the needs of an organizational unit, so that the budget can be used to the maximum, to 
achieve this required the participation of all personnel involved in the preparation of the budget.  Participation is 
a concept used to describe the extent to which subordinates are allowed to choose their own actions (Milani, 
1975).  subordinates with high performance tend to have more than the budget participation of subordinates with 
low performance (Eker, 2008).  Budget participation is also an important tool for planning and motivate 
subordinates performance (yucel & gunluk, 2007.). 
Chong & Johnson (2007) stated the reason for the participation of the budget is for planning and goal 
setting, and for the purpose of motivation.   Budget  participation provides a budget goals that affect the 
commitment of subordinates (Chong & Chong, 2002).  In addition, budgetary participation provides 
opportunities for subordinates to set goals that are difficult budget but can be achieved (Chong & Johnson, 2007) 
and participation in the budgeting process serves to stimulate subordinates to accept and are committed to the 
purpose of their budget (Verbeeten, 2008).  Budget participation   will make subordinates feel appreciated, so 
they will try to succeed budget prepared and set goals as well as the budget will seek to commit to run a set 
budget although it's hard to do.  subordinates are very committed to exert extra effort to achieve the goals of their 
budgets, which in turn increases employee performance (Chong &  Johnson, 2007).   
Studies that examine the relationship budgetary participation and managerial performance have been 
done on them is done by Brownell and Mc Innes (1986); Wagner III (1994); Frucot & Stephen (2006); Brownell 
(1981); Lopez et al. (2009); Chong & Wing (2003); Yahya. Et al (2008); Yucel & Gunluk (2007) and the results 
show a direct relationship between budgetary participation and managerial performance. Chong & Chong (2002) 
found that the budget goal commitment is influenced by budgetary participation. While Maiga (2005) examined 
the relationship budgetary participation and budget goal commitment, participation by dividing the budget into 
two parts as communication budget and budget influence, the results show that the communication budget and 
budget influence has a positive and significant relationship with the budget goal commitment.  Then Chong & 
Wing (2003), which examines the relationship budgetary participation and managerial performance through 
budget goal commitment, results show that the existence of a positive and significant relationship.  The problem 
in this study is whether there is the effect of budget participation on managerial performance either directly or 
through the budget goal commitment. 
 
2. Review of Literature  
2.1 Budget Participation. 
Milani (1975) said that Participation is a concept used to de-scribe the extent to which A subordinate is allowed 
Research Journal of Finance and Accounting                                                                                                                                    www.iiste.org 
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) 
Vol.6, No.4, 2015 
 
100 
to select his own courses of action.  While Murray (1990) states that participation as mental involvement / 
thoughts and emotions / feelings of a person in a group situation that prompted him to contribute ideas to the 
group in an effort to achieve the goals and objectives as well as partly responsible for the achievement.  
Connected with budget participation. many definitions have been given by the researchers. Brownell (1982) 
Budgetary participation define as a process whereby subordinates are given opportunities to get involved in and 
have influence on, the budget setting process.  Then Siegel dan Marconi (1989) menyatakan participation in the 
budget making process is acclaimed by many as a pariacea for meeting the esteem and self actualization needs of 
organizational members. 
 
2.2. Budget Goal Commitment.  
Sheldon (1971) defines commitment as a positive evaluation of the bond between the individual (employee) and 
organization (employer).  Commitment is the key to superior performance and development of a strategy to build 
the commitment (Coe et al, 2008).  Meyer and Allen (1991) identified three types of commitments that affective 
commitment ,  continuance commitment, and normative commitment.  Affective commitment is defined as the 
identification of emotional attachment and involvement that an employee has been involved in the organization 
and its objectives (Mowday et al, 1997,  Meyer & Allen, 1993; O'Reily & Chatman). Porter et al (1974) 
characterizes the affective commitment on three factors:  
1. Confidence and acceptance of the organization's goals and values, 
2. Willingness to focus its efforts on helping the organization achieve its objectives, 
3.  Desire to maintain organizational membership. 
Continuance commitment is the willingness to remain in an organization because the employee is also 
an investment that can not be transferred.  Continuance commitment also includes factors such as length of 
employment or benefits that can be received by employees which is a special feature of the organization 
(Reichers, 1985).  Meyer & Allen (1997) further explains that employees who are committed to the continuation 
of the employer would be difficult for the employee to leave the organization.  According Bolon (1993), 
normative commitment is a commitment which a person believes that the company is part of their responsibility. 
Budget goal commitment is the encouragement of the individual to do something in order to support the success 
of the organization through the internalization of budget goals (Wentzel, 2002).  While Locke et al.(1981) 
defines budget goal commitment  as strong determination to strive to achieve the objectives of the budget and 
constantly strive to achieve it all the time. 
 
2.3.  Managerial Performance 
Performance is a multidimensional construct, measurement also varies depending on the complexity of the 
factors that make up the performance (Mahmudi, 2010: 6)  Mahoney et al (1963) see the manager's performance 
based on the manager's ability to carry out his managerial duties.  Manager’s performance includes the ability of 
managers in planning, investigating, coordinating, evaluating, supervising, staffing, negotiating and 
representating. Based on the above understanding can be said that the managerial performance gains of managers 
in managing the organization in its function as a manager. 
 
3. Theoretical Framework and Hypothesis Development 
3.1. Effect of Budgetary Participation On  Managerial Performance. 
Budgeting is essential to achieve the targeted performance in the strategic orientation of the company as well as 
for direct and indirect relationships with strategy (Yucel & Gunluk, 2007).  Budgetary participation define as a 
process whereby subordinates are given opportunities to get involved in and have influence on, the budget 
setting process (Brownell,1982).  Then Yucel & Gunluk (2007) states budgetary participation is an essential tool 
for planning and motivate subordinates performance.  Involvement of managers in the budgeting process is 
expected to cause a feeling appreciated, increasing the sense of responsibility for the budget has been prepared, 
and will improve the performance of manager.  Research that examines the effect of budget participation on 
managerial performance have been carried out.  Yucel & Gunluk (2007) examined Effects of budgetary control 
and justice perceptions on the relationship between budgetary participation and performance, the results of this 
study indicate that budget participation effect  on managerial performance directly. And then Yahya et.al (2008) 
examined the effect of budget participation on managerial performance in Malaysia,  the results showed that  a 
direct relationship between budget participation and managerial performance.  Brownell and McInnes (1986), 
Frucot and Shearon (1991), Wagner III (1994), Leung & Chan (2001) Chong & Chong (2002), Chong & Wing 
(2003), Maiga (2005), Frucot & Stephen (2006 ), Lopez et al (2007), Lopez et al (2009), examined the 
relationship of participation in budgeting and managerial performance, and the results showed a direct 
relationship between budget participation and managerial performance.  Based on the theoretical framework 
researchers hypothesize: 
H1: Budget participation effect on managerial performance 
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3.2. The Effect of budget participation on managerial performance through budget goal commitment. 
A budget is a reflection of the plans and programs of a unit of an organization that is contained in the form of  
financial.  Involvement of managers in the budgeting process is expected to cause a feeling appreciated, 
increasing the sense of responsibility for the budget has been prepared, and will lead to the managers committed 
to achieving the goals set budget, which in turn will improve the performance of managers.  Lower level 
managers who are involved in the budgeting process will be motivated to work seriously and strive with all his 
ability both communication and cooperation with other employees to be able to perform their jobs well.  They 
will work energetically and in the end will create a high sense of responsibility and commitment on a set budget, 
and strive to achieve the set budget.  The emergence of highly committed managers will ultimately improve their 
performance. 
Studies that examine the relationship of budget participation  and managerial performance have been 
carried out and the results showed a direct relationship between both of them. Chong & Wing (2003) examined 
the relationship between  budget participation  and managerial performance through budget goal commitment, 
the results indicate that participation in the budgeting improve managerial performance through budget goal 
commitment.  Based on the theoretical framework researchers hypothesize: 
H2: Budget participation effect on the budget goal commitment 
 H3: budget goal commitment effect on managerial performance 
 H4: Budget participation  effect on managerial performance through budget goal commitment 
Based on the description above framework, the framework can be described as the following chart: 
 
 
 
 
 
 
 
 
 
Figure 2.1. 
Research Framework 
 
5. Methodology, Finding and Discussion 
The method used in this study is exploratory study because it is a study that only inspects or investigates the 
proposed variables (Cooper and Schindler, 2006). Explanatory study refers to a theory or hypothesis that will be 
tested as the cause of a phenomenon.  The population in this study are all managers involved in the preparation 
of the budget in the work unit area (SKPD) in  Medan City.  Respondents in this study is the head of division.  
Data collection was conducted by questionnaire respondents as many as 99 sets of questionnaires.  Budget  
participation variable was measured using six indicators (Milani, 1975) with a scale of 1-5.   Budget goal 
commitment variablewas measured using Latham & Steele (1993) which consists of three indicators, with a 
scale of 1-5 and Managerial performance variable was measured using Mahoney (1963) with a scale of 1-5. 
Hypothesis  1, the results indicate that  budget participation influence on managerial performance for 
middle managers in the  SKPD Medan.  This suggests that if the involvement of the heads of division in the 
budgeting process will lead to a sense of belonging and a sense of responsibility towards the work they do, 
which in turn improve the performance of managerial.   The results of this study support the results Brownell and 
McInnes (1986), Frucot & Shearon (1991), Wagner III (1994), Leung & Chan (2001) Chong & Chong (2002), 
Chong & Wing (2003), Maiga (2005 ), Frucot & Stephen (2006), Lopez et al (2007), Lopez et al (2009).  The 
results  indicate that participation in budgeting and managerial performance in SKPD Medan is relatively low.  
One of the causes of low participation in the preparation of the budget is a concern budget users will be delayed 
their budget approved by the legislature (Parliament) and a delayed local government budget expenditure (APBD) 
serve local regulations.  To avoid delays that the program division along the head of SKPD  or budget users and 
certain people make the SKPD budget without involving the head of division. 
Hypothesis 2, the result indicate that budgetary participation influence the budget goal commitment.  
This shows if the head part involved in the budgeting process will lead to a sense of empathy and have a budget 
that is structured, so it will lead to a commitment to the head section to achieve the objectives set budget.  The 
results of the study support Chong & Wing (2003), Maiga (2005) and Chong & Johnson (2007).  Findings 
indicate the level of budgetary participation and budget goal commitment commitment  for the head of division 
in SKPD Medan is still low.  Their low participation of involvement in the budgeting process causes the lower 
their commitment to achieving the goal of budgeting. 
Hypothesis 3, the result indicate that budget goal commitment effect on managerial performance.  It 
Budget Goal 
Commitment 
Budget 
Participation 
Managerial 
Performance 
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shows that the higher the budget goal commitment, the higher managerial performance.  The influence of the 
budget goal commitment on managerial performance, due to their commitment to implement  of a set budget will 
boost their morale to achieve a set budget and will ultimately improve performance.  This study supports  Chong  
& Wing (2003), Maiga (2005) and Chong & Johnson (2007).  Findings indicate the level of budget goal 
commitment   and performance  for the head of division  in SKPD Medan is still low.  The low of commitment 
by the executors of the budget due to their ignorance of the budget which they will carry.   Many programs and 
activities carried out not optimal even much activity until the end of the budget period is not implemented. It 
finally showed their performance becomes low. 
Hypothesis 4, the result indicate that budget participation effect on managerial performance through 
budget goal commitment.  This study support  Chong & Wing (2003). 
 
6.  Conclusion  
Involvement of the head of division in the budgeting process will improve the performance of the head of 
division in SKPDs Medan.  increased participation in the budgeting process will increase budget goal 
commitment for the head of division in SKPD Medan.  Increased budget goal commitment will improve the 
performance of the head of division in SKPD Medan.  Increased participation in the preparation of the budget 
will boost the budget goal commitment and will ultimately improve the performance of the head of in SKPDs 
Medan. 
 
References 
Bolon, D.S. 1997. Organizational Citizenship Behavior Among Hospital Employees: A Multidimensional 
Analysis Involving job Satisfaction and Organizational Commitment. Hospital & Health Services 
Administration, Volume 42 Number 2. pp 221-241. 
Brownell Peter  and McInnes Morris. 1986. Budgetary Participation, Motivation, and Managerial Performance. 
The Accounting Rev Vol. LXI, Noiew. 
Brownell Peterl. 1981. Participation in Budgeting, Locus of Control and Organizational Effectiveness. The 
Accounting Review Vol.I.VI. No 4 
Brownell Peter. 1982. Participation in the budgeting process : When it works and when it doesn’t. Journal of 
accounting Literature, ½, pp. 124-153 
Coe Cindy , Amy Zehnder, Dennis Kinlaw. c2008. Coaching for Commitment Ahieving Superior Performance 
From Individuals And Teams, Third Edition, John Wiley & Sons, Inc. 
Cooper, D.R, & Schindler, P.S. 2006. Business Research Methods, 9th ed, International Edition. Mc Graw Hill 
Chong Vincent K. and Johnson Darren M. 2007. Testing a model of the antecedents and consequences of 
budgetary participation on job performance ,Accounting and business research, vol 37, No.1, pp. 3-19, 
2007 
Chong Vincent K. , Wing Simon Leung Tak. 2003. Testing a model of the motivational role of budgetary 
participation on job performance ::a goal setting theory analysis ,Asia Review of Accounting, Volume 
11, Number 1. 
Eker Melek. 2008. The Affect Of The Relationship Between Budget Participation And Job Relevant Information 
On managerial Performance, Ege Academic Review 8 (1) 200b. Pp. 183-198 
Frucot Veronique and Winston T. Shearon. 1991. Budgetary Participation, Locus of Control, and Mexican 
Managerial Performance and Job Satisfaction. The Accounting Review Vol. 66, No. 1  pp.80-99 
Frucot Veronique &  Stephen White. 2006. Managerial Levels and The Effects of Budgetary Participation On 
managers. Managerial Auditing Journal. Pp. 191-206 
Kenis, I., 1979. Effects of budgetary goal characteristics on managerial attitudes and performance. The 
Accounting Review, 54(4): 707-721. 
Latham, G. P., & Steele, T. P. 1983. The motivational effects of participation versus goal setting on 
performance. Academy of Management, 26, 406–417. 
Leung Simon T W,  Chan Samuel YS. 2001. The Moderating Effects of Personality and Compensation Schemes 
on the Budgetary Participation - Performance Relationship. Asian Review of Accounting, Volume 9, 
Number 2 
Locke, Edwin A., Shaw, Karyll N., Saari, Lise M., dan Latham, Gary P., 1981. Goal Setting and Task 
Performace: 1969-1980, Psychological Bulletin, pp 125-152. 
Lopez Maria A. Leach, William W. Stammerjohan, Frances M. McNair. 2007. Differences in the role of job 
relevant information in the budget participation performance relationship among U.S. and Mexican 
Managers : A Question of culture or communication. Journal of Management accounting research,  
vol.19..pp.105-136 
Lopez.M.A Leach &.,Lee.K.S .Stammerjohan. 2009. Budget participation and job performance of south Korean 
managers  mediated by job satisfaction and job relevant information. Management research 
Research Journal of Finance and Accounting                                                                                                                                    www.iiste.org 
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) 
Vol.6, No.4, 2015 
 
103 
news.Patrington:.vol.32,Iss.3:pg.220. 
Mahmudi. 2007. Manajemen kinerja Sektor Publik, Edisi ke 2, Penerbit UPP STIM YKPN, Yogyakarta. 
Mahoney, T. A., Jerdee, T. H., & Carroll, S. J. 1963. Development of managerial performance: A research 
approach. Cincinnati, OH: Southwestern Publishing Company. 
Maiga Adam S. 2005. Antecedents and Consequences Of Budget Participation, Advances in Management 
Accounting, Volume 14, 211–231. 2005  
Meyer, J.P. & Allen, N.J. 1991. A Tree-component conceptualitazation of organizational commitment. Human 
Resource Management Review, 1, 61-89. 
Milani. 1975. The Relationship of Participation in Budget – Setting to Industrial Supervisor Performance and 
attitudes : A Field Study, The Accounting Review, April 1975 
Mowday, R. T., Porter, L. W., & Steers, R. M. 1982. Organizational linkages: The psychology of commitment, 
absenteeism, and turnover. San Diego, CA: Academic Press. 
Murray, D. 1990. The Performance Effect of Participative Budgeting: An Integration of Intervening and 
Moderating Variables, Behavioral Reseach in Accounting, pp.104-123 
O'Reilly, III, C., and Chatman, J. 1986. Organizational Commitment and Psychological Attachment: The Effects 
of Compliance, Identification and Internalization on Prosocial Behavior. Journal of Applied 
Psychology, 71, 3, 492-499. 
Porter, L.W.; Steers, R.M.; Mowday, R.T.; & Boulian, P.V. 1974. Organizational commitment, job satisfaction, 
and turnover among psychiatric technicians. Journal of Applied Psychology, 1974, 59, 603-609. 
Reichers, Arnon (1985). “A review and reconceptialitzion of organizational commitment”. The Academy of 
Management Review¸10, 3, 465-476. 
Sheldon, Mary (1971). Investments and involvements as mechanisms producing commitment to the 
organization. Administrative Science Quarterly. 16; 143-150. 
Siegel, Gary & Marconi Helena Ramanauskas. 1989. Behavioral Accounting. Cincinatti: South Western 
Publications Company. 
Verbeeten, (2008). Performance Management Practices in Public Sector Organisations: Impact on performance. 
Accounting, Auditing and Accountability Journal, 21(3), 111-119. 
Wagner III. John A .(1994) ,Participation’s Effects On Performance And Satisfaction A Reconsideration of 
Research Evidence,  Academy of Management Review , Vol. 19, No. 2, 312-330 
Wentzel, Kristin, 2002. The Influence of Fairness Perceptions and Goal Commitment on Managers Performance 
in A Budget Setting. Behavioral Research in Accounting, Vol 14, pp 247-271. 
Yahya Mohd Nor , Nik Nazli, Nik Ahmad and Abdul Hamid Fatima. 2008. Budgetary Participation and 
Performance: Some Malaysian Evidence. International Journal of Public Sector Management Vol. 21 
No. 6, pp. 658-673 
Yucel Rahmi  &  Mehmet Gunluk. 2007.  Effects of budgetary control and justice perceptions on the relationship 
between budgetary participation and performance,  Journal of global strategic management, 02 
october 2007, pp.82-93 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The IISTE is a pioneer in the Open-Access hosting service and academic event management.  
The aim of the firm is Accelerating Global Knowledge Sharing. 
 
More information about the firm can be found on the homepage:  
http://www.iiste.org 
 
CALL FOR JOURNAL PAPERS 
There are more than 30 peer-reviewed academic journals hosted under the hosting platform.   
Prospective authors of journals can find the submission instruction on the following 
page: http://www.iiste.org/journals/  All the journals articles are available online to the 
readers all over the world without financial, legal, or technical barriers other than those 
inseparable from gaining access to the internet itself.  Paper version of the journals is also 
available upon request of readers and authors.  
 
MORE RESOURCES 
Book publication information: http://www.iiste.org/book/ 
Academic conference: http://www.iiste.org/conference/upcoming-conferences-call-for-paper/  
 
IISTE Knowledge Sharing Partners 
EBSCO, Index Copernicus, Ulrich's Periodicals Directory, JournalTOCS, PKP Open 
Archives Harvester, Bielefeld Academic Search Engine, Elektronische Zeitschriftenbibliothek 
EZB, Open J-Gate, OCLC WorldCat, Universe Digtial Library , NewJour, Google Scholar 
 
 
